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HOUSE BI LL 1703

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Anderson, N xon, Crouse, Pflug, Priest, Tom
Ericksen, Jarrett and Benson

Read first time 02/05/2003. Referred to Conmttee on Technol ogy,
Tel ecommuni cati ons & Energy.

AN ACT Relating to providing tax incentives to pronote the
production and distribution of electricity fromalternative sources of
energy; amendi ng RCW 82. 08. 02567 and 82. 12. 02567; addi ng a new section
to chapter 82.16 RCW creating a new section; and providing expiration
dat es.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. It is the intent of the legislature to
encour age and expand the commerci al generation of electrical power from
alternative energy sources to neet the long-term energy needs of the

state. It is the further intent that incentives provided by the state
encourage free-market principles that foster technol ogical innovation
and entrepreneurial investnent in alternative energy sources. Thi s

intent is best served by encouraging commercially viable, independent
generators of alternative energy-based el ectrical power to provide such
power to established utility distribution networks, including investor-
owned utilities and public utility districts.

It is also the intent of the legislature that, to pronote the use
of alternative energy sources for the purpose of electrical generation,
tax incentives should be provided in RCW 82.08.02567 and 82.12. 02567
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for the acquisition of certain machinery and equipnment to al
qualifying sectors of the state econony, including industrial
commercial, and residential.

Sec. 2. RCW 82.08.02567 and 2001 c 213 s 1 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 shall not apply to sales of
machi nery and equi pnent used directly in generating electricity ((us+nhg

fuel—eeH-s—wnd—sun—or—tandiH—gas) ), by central station generation

using renewable resources or by distributive generation, as the

princi pal source of power, or to sales of or charges nmade for |abor and
services rendered in respect to installing such nmachinery and

equi pment ( (,—but—enly—ifthe purchaserdevelops —wth such rmachinery,

burdied—watts—ob—electrier-by—and—provides) ) . The purchaser nust

provide the seller with an exenption certificate in a form and manner
prescribed by the departnment. The seller shall retain a copy of the
certificate for the seller's files.

(2) For purposes of this section and RCW 82. 12. 02567:

(a) (("Landfitl gas" neans bionmass fuel of the type qualified for
federal tax credits under 26 U S C Sec. 29 collected froma landfill.
“HandHH—reans—atand-Hasdetned—under—ROA70-95-030) ) "Renewabl e
resources" has the sane neaning as provided in RCW19. 29A. 010(26);

(b) "Machinery and equi pnent” neans industrial fixtures, devices,
and support facilities that are integral and necessary to the
generation of electricity ((uysthrg—wnd—sun—or—tandbH—gas)), by
central station generation using renewable resources or by distributive
generation, as the principal source of power;

(c) "Machinery and equi pnent” does not include: (i) Hand-powered

tools; (ii) property with a useful life of less than one year; (iii)
repair parts required to restore machinery and equipnent to nornal
wor ki ng  order; (tv) replacenent parts that do not increase
productivity, inprove efficiency, or extend the wuseful life of

machi nery and equi pnent; (v) buildings; or (vi) building fixtures that

are not integral and necessary to the generation of electricity that

are permanently affixed to and becone a physical part of a building;
(d) Machinery and equipnment is "used directly" in generating

electricity ((wth—tuel—ecels—or—by—wnd—energy—solar—energy—o+

HB 1703 p. 2



©O© 00 N O Ol WDN P

N PR R R R R R R R
O © o NOoO O D WDNN B O

21
22
23
24
25
26
27
28
29

30
31
32
33
34
35
36

Fanrdi+HH—gas—power)) if it provides any part of the process that
( { captures—the—energy—of—the—wnd—sun—or—andH-H—gas—eonverts—that
I o : . . . Ll el " | .
transm-sston—-and—distrbutieon—systens)) produces electricity by central

station generation wusing renewable resources or by distributive
generation;

(e) "Fuel cell"” neans an el ectrochem cal reaction that generates
electricity by conbining atons of hydrogen and oxygen in the presence
of a catalyst;

(f) "Principal source of power" neans electricity that is generated
to neet no less than fifty percent of total average electrical |oad of
a facility;

(g) "Distributive generation” neans the generation of electricity
froman integrated or stand-alone power plant that has a capacity of
fifty nmegawatts or less, that generates electricity fromw nd eneragy,
solar energy, or fuel cells, and that stores, transforns, or transmts
that electricity for entry into or operation in parallel with electric
transm ssion and distribution systens.

(3) This section expires June 30, ((206069)) 2018.

Sec. 3. RCW 82.12.02567 and 2001 c 213 s 2 are each anended to
read as foll ows:

(1) The provisions of this chapter shall not apply with respect to
machi nery and equi pment used directly in generating ((pettessthantwe
hundred-—watts—of)) electricity ((usthrgwnd—sun—ortandit-H—gas)), by
central station generation using renewable resources or by distributive
generation, as the principal source of power.

(2) The definitions in RCW82.08.02567 apply to this section.

(3) This section expires June 30, ((2609)) 2018.

NEW SECTION. Sec. 4. A new section is added to chapter 82.16 RCW
to read as foll ows:

(1) I'n conputing tax under this chapter, a |ight and power business
may deduct from gross inconme anounts equal to the follow ng:

(a) The cost of the purchase or lease of a facility used for the
distributive generation of electricity that is the principal source of
power for retail electric consuners; and
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(b) The <cost of electrical energy generated from renewable
resources on which construction is begun after July 1, 2003, and before
January 1, 2013.

(2) For the purposes of this section, the definitions in RCW
82. 08. 02567 apply.

(3) This section expires January 1, 2018.

~-- END ---
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